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Executive SumaaAry

The alaska Public Utilities Commission (APUC) recommends that
telecomminications support for high-cost, rural and insular areas
of the nation be provided, in a fair manner, consistent with the
provisions of the Telecommunications Act of 1996 (The Act) that
roguire services included in the definition of universal service
bear no more than a reasonable share of common and joint costs of
the facilities used to provide those services. Support must be
sufficient and include provisions to fund necessary infrastructure
changes and to provide affordable services to all customers
regardless of geographic location. Efforts to make the funding
mechanism more competitively neutral should not lead to rate
increases. Use of support funds should be tracked to ensure that
the public obtains the intended benefits of any support mecha-
nisms. Proposals that limit funding to only the primary line of
the subscriber require further review.

The APUC agrees with those commentors who recognize that
theére are differences in value, gquality, and scape of local
services between urbﬁn and rural areas of the nation. To ansure
comparability in services between urban and rural areag, it may
be necessary %o provide rural customers with more support and
services than the five core services proposed in the Notice of
Proposed Rulemaking in this proceeding. If key services cannot
soon be provided in rural &reas, the Federal Communications
Commiseion (FCC) may wish to consider requiring provision of |

servicas at regional centers.
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The APUC balieves that the concept of affordability must

consider state raegional income, the total price of telecom=

munications services, penatration levels, cost of living, lecal-

calling-area size, current rate levels, and other regional

effects.

The Fcc should consider requiring that schoole, libraries,
and health-care providers ba billed services at tha bkilling
utility's lowast available contract or tariffed rate, with
discounts given, if necessary to reach a banchmark rate. A lifa-

line support mechanism may be nesded for those arsas with unusual

circumstances where the standard discounted rate is not

affordable.

The APUC opposes any increases to the Subscriber Line Charge

and suggeste that this charge become a responsibility of the
interstate intaraxchange carriers, to allow thae markat to deter-

mine how this cost should be racovered.

The APUC opposes those proposals that would reatrict the

decisionmaking rasponsibility dalagated to states under The Act,
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Reply Comments or the

The Alaska Public Utilities Commission (APUC) encourages the
Pederal Communications commission (FCC) to adopt regulations on
the universal service issue that ensure delivery of essential
services to all subscribers and promote the public interest. The
APUC provides the following comments in response to the April 1996

filings in CC Docket No. 96-45.

in a fair manper: Several commentors argued that suppert funding

should be determined using a rorward-looking, estimated, incre-

mental cost analysis or variations of that concept.’ The FCC

should adopt only a funding methodology that recognizes that iocal |

rates should not shoulder an undue portion of the utility's joint
and common costs. Consistent with the Telecommunications Act of
1996 (The Act), universal service should bear no more than a
reasonable share of these costs. (Section 254(k).) Adequate and

surficient support should also be provided to ensure that whatever

'For example, see comments of AT&T Corp. (AT&T); General
communication, Inc. (GCI); MCI; and National Association of State
Utility consumer Advocates (NASUCA).
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joint and common costs are assigned to local customers are
atfordable.

The principle under The Act at Section 254(b) (5) that the
nigh-cost mechanism must be "sufficient" requires that support be
based on real-world conditions. Any costing model must consider
all material coets that may affect service, including regional
high~cost factors such as those faced in aAlaska (e.g., harsh
climate, lack of roads). The failure to consider such regional

costs will lead to inadequate levels of support.? Utilities

receiving support should have the ability to (a) demonstrate that}

any national costing model provides inadequate funding given local
conditions and (h) seek appropriate relief.

In addition, if a forward-looking, incremental nodel is
adopted, the FCC should create provisions under the nodel to
recognize that small local exchange carriers do not fit the
standard Tier 1 model network structure. For example, many small
local exchange carriers in Alaska currently share advanced
switching technology with larger carriers (a fact that is
recognized by Congress and addressed in The Act at Section 259,
Infrastructure Sharing). As a result, these small carriers will
have different cost characteristics that should be recognized by

any costing model that is used.

See comments of the Staff of the Indiana Utility Regulatory
Commission at 8: "The proposed proxy models fail to recognize the
costs of providing local exchange service in specific areas = a
significant flaw . . .

Reply Comments of the Rlaska Publig Page 2 of 14
veilities Commission CC Docket No. %6-45
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{2) Efforts to make the system mors competitively neutral
should not laad to rate increases: The APUC agrees with those who
filed comments in this proceeding that the FCC should not adopt
mechanisms that increase competition but lead to rate increases.?
Competition should, among other things, lead to efficiency
improvements and not just result in cost shifting among customers.
If rates go up for those with the least-competitive choice,
subscribership will decline. The Senate Report on §. 652 has made
it clear that "any action to reduce or eliminate support
mechanisms shall only be done in a manner consistent with the
oebligation to preserve and advance universal service for all
Americans." (Senate Report No. 104-23, supra, at 26.)

{3) any high-cost support method must fund the infra-
structure: Support should be available to fund infrastructure
changes necessary to make essential services available to the
customer.’ Cost support is insufficient and a wasted effort if
it merely provides .the customer with an access line but the
customer cannot use the line to obtain essential services due to
limitations in the overall telecommunications network. For
example, support would be insufficient if it provided a customar
with affordable local modem access to the 25 customers in the
customer's swall local calling area but failed to provida for

infrastructure changes necessary to remove limitatjions in the toll

3sne comments of NASUCA at 4 and comments of tha Idaho Public
Utilities Commission at 4.

‘See comments of the Alaska Library Association (ALA)jat 4-S5.

Reply Comments ©f the Alaska Public Page 3 of 14
Utilities Commizeian e Docket No. #6-4%5
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network that prohibit the customer from accessing the rest of the
United States.

{4) All _oustomers require affordable cates, not Just

rasidantiil customers: The APUC disagrees with the commentors who
would lim.t support to residential customers.”® Under The act, all ;

customer: (racidential and business, wrban and rural) are required

to have affordable rates, with the goals of geographic ubiguity:®

(3) ACCESS IN RURAL ANC HIGH COST AREAS =
Congumere in all regions of the Nation, including
low-income consumers and those in rural, insular, and
high cost areas, should have access to telecom~muni-
catione and information services, including dinter-
exchange services =ad advanced telecommunications and
infcrmation mervices, that are reasonably comparable to
thuse servicer provided in urban areas and that are
availakle at rates that esre reascnably comparable to
rates charged for similar services in urban areas.
{Tha Ac*, Section 254(b)(3).)

The APUC pelievea that support for affordable service should not

be limited te residential local exchange service.

’see conments of the Florida Public Service Commission (FPSC)

;at7.

fSee the comments of thae American Aassociation of Retired
Perscns, Consumer Federation of America, and cCconsumers Union

(AARP) at 7. See comments of the Competitive Telecommunications |

Association (CTA) at 7.

Reply Comments of the Alaska Public Page 4 of 14
vtilities Commission CC Docket No. 96-43
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J8) TIrxack Ume af Funda: The APUC agrees with the comments
of Pacific Telecom, Inc. (PTI), that there should be annual
acoountability and reporting standards that identify the uses of
universal service fund proceeds.’

(6) Purt] : . ired bef jopti ]
to limit support to a single line to each hoysghold: Some
commentors propose that universal service support should provide
funding for only the primurf access line to a household even
though utilities as a common practice wire more than one physical
line to each location.? The APUC believes that several issues
must be further explored bhefore such a proposal 1s adopted.
First, the proposal does not specify what type of "line" (e.g.,
fiber optic, coax, or copper) should be funded. Funding one line
per household may provide different quality of service to the end
customers depending upon whether the customers are served by fiber
or copper wire.

Second, there are no allocation procedures to ldentiry how
to determine the costs for the primary "line" versus any adai-
tional lines {or capacity). without such allocation procedures,
the “single~line" proposal cannot be rully evaluated, and it
cannct be determined whether the price of the second "line" will
rise to unarfordable levels or will rise to the point that demand

is suppressed leading to higher overall rates for all customers.

’see comments of PTI at 3.
'For example, see comments of the Illinois Commerce
Commission at 5.

Reply Comments of the Alaska Public Page 5 of 14
vUtilities Commission CC Docket No. 96-45
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Developing "single-line" cost allocation rules would likely be a
daunting, controversial task.

Thira, providing two "lines"™ to each household allows a back
up in case of failure of the primary "line" and may reduce
construction costs and installation time if the customers ever
seek a second circuit, raising quality-of-service questions.
Therefore, the proposal to fund only the first "line" to a

household should be further reviewad.

Servicaes To Be Supported

(1) Ruxal customers may npeed addjitiopnal support and
aarvicaes: The APUC believes that many of the proposals filed in
this proceeding do not comply with Section 254(b) (3) of The Act
that requires that rural, insular, and high-cost areas have access
to telecommunications and information services, including inter-
exchange service and advanced telecommunications services, that
are reasonably comparable to those in urban areas and that the
services are available at rates that are reasonably comparable to
rates charged for similar services in urban areas.’

Rural and urban local services are now dissimilar because
they differ in quality, availability of services, functions

provided, and scope of calling areas. Rural areas often have

For example, several commentors would not provide funding to |
interexchange services, while others contend that the basic core
services provide all essential functions and access to critical
fire, police, and medical facilities. See comments of AT&T at 12-
13; GCTI at 5-7; Bellsouth Corporation, Bellsouth Telecommunica-
tions, Inc. (Bellsouth), at 6.

Reply Comments of the Alaska Public Page 6 of 14
Dtilities Commission CC Docket No. 96-45
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higher rates but smaller calling areas than urban areas. Rural
areas, especially those in Alaska, often do not have local telae-
communications access to informatjon services via modem (including
the Internet), fire, police, medical emergency, and other services
that are taken for granted in the more urban areas.’

Universal service (and sufficient funding) should therefore
be provided to allow a reasonably adegquate local calling area in
order for customers to have affordable access to telecommunica-
tions and information services that they need and that are
reasonably comparable to those services provided to urban areas.
In Alaska, toll service is a necessaryv component to provide full
participation in the telephone network and useful access to
services included in the gdefinition of universal service. For
example, most rural Alaska customers must make an intrastate toll
call to have access to a doctor, emergency services, and stores
other than the local village store, if there is one.

{2) Provide Advanced Services: Section 254(b) (3) reguires
that reasonably comparable access to advanced services and
information services".be available in all areas of tha natien. Tha
PCC should tharefore broadan the definition of universal serviae

beyond its initial five core sservices (e.g., "POTS")'! as proposed

YSee comments of the APUC. See comments of tha ALA at 9.

YupoTsr refers to "Plain 0ld Talaphone Servica".

Feply Commants of the Alaska Public Page 7 of 14
Utilities Commicsinn CC Docket No. 96-45
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in the NPFRN.!?  Several of the filed comments demonstrate that
noden and Internat accass, while commonly deployed urban servicas,
are difficult or avpensive to obtain in some rural areas.!

For axampla, the Rural Utilities Service (RUS) parceives that
the ability to provida digital 28.8 kilobytes-per-zecond (kbps)
modem service chould be an intrinsic charactaerigtic of the loocal
network and is poseible over the "short loops" that "comprise the
ovarvhelming majority of guburban and urban areas."® In urban
areas, customarz have significant and flaxible use of 28.8 kbps
transmission to contact several information sarvicas within thaeir
local area. In comparicon, in Alaska most rural communities are
distant from and have no road acoaese to othar rural and urban
locations. These rural communities are dependent upon inter-
exchangae earvices to provide access to Internet and other
information sarvices. In Alaeka, the facility of 28.8 kbps modem
accees on a local line is oftan raelatively useless without
comparable toll access bacausa of the extremely limited-gize local

calling areas.'’

2 see comments of the Association of the Bar of the City of
New York Administrative Law Committee at 17.

Bgee comments of Kinko's Inc., at i-iii, regarding provision
of frae Intarnat sarvices to Americans with computer facilitiaes;
and RUS at 10, ragarding modem usage in the United States. Sao
also comments of Distance Delivery Consertium (DDC) at 1, and ATA.
at 9.

Ugaa comments of RUS at 10.

Ysee comments of the ALA at 9, DDC at 1.2, EState of Alaska
(continued...)

Reply Commernits of the Alaska Public Page 8 OT 14
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{3) BRegicnal Canters: If carriers cannot quickly modarnize
their facilities to provide needed services in rural, high-cost,
and insular areas, then efforts should he made to provide

community access centers so that some point of access to essential

services, including the Internet, can be made available in each |
community. Comments from various library associations would

suggest that libraries would be available for the regional center

function.!®

{4} Bate decaveraging and support tg ATET: In its comments

ATHT seeks financial suypport to provide geographic rate averaging

in some high~cost areas that it serves.!’” If the FCC grants such

gsupport, ATE&T should be required to appropriately reduce its |

rates. The APUC believes, however, that AT&T has not demonstrated
that it needs support to preserve geographic rate averaging.

1) T £ of affordability A 12 i I hould ]
broad baged: The APUC agrees with the comments that support the
concept that rate affordability should consider state regional

income, the total price of telecommunic¢ation service, penetration

1 3
at 11, and RUS at 10-11l.

Yfor example, see comments of the Library of Michigan at i.

'see comments of AT&T at 12, n. 15.

Reply Comments of the Alaska Public Page 9 of 14
Ueilities commission CC Docket No. 96-45
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lavels in the aresa, cost of 1living, local-calling-area lizl,‘
current rate levels, and state rate setting policies.® |

{2) Do not use a percentage of the national pedian income
o determine arfordability: Proposals that merely consider
national medlan income to determine affordability should not bhe
adopted. Specifically, Keystone proposes that an affordability
benchmark ($28/month) be set at about 1 percent of the national

median income.'® Many places in rural Alaska have average incomes

' that fall well below the national average. Given this circum-

stance, the $28/month rate would appear too high as a gauge of
arffordability. For example, a $28/month phone bill represents
about 7 percent of the average annual income for a household in
Birch Creek, Alaska. At this level, citizens in Birch Creek may
not be able to afford phone service. If a percentage of average
income is used as the benchmark of affordability, the percentage
should be based on state regional average income.
@) tional te f . . t_ by itself

a good indicator of affordabjljty: Some commentors suggest that
the national average rate be used as an indicator of telephone

affordability.* The APUC believes that the national average rate,

“several parties advocate one or all of the above criteria
of affordapility. See comments of the California Department of
Consumer Arrairs at 18-19; AARP at i, 6; Keystone at 8; NASUCA at
i, 4; and the New York State Department. of Public Service at 2-5.

Ysee comments of Keystone at 8.

¥gee comments of the FPSC at 5. MCI, at il, also suggests
(continued.. )

Reply Comments of the Alaska Public Page 10 of 14
Ytilities Commissjon CC Docket No. 96-45
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by itself, is not a good indicator of affordability. Components
of the local rate (e.g., touch-tone), quality of service, value
of service, and size of the local calling area vary from location
to locaz*ion, making it difficult to develop a valid national
average rate. Furthermore, as previously discussed, affordability
cannot be gauged merely by price but is governed by customer

income, cost of living, and other factors.

L.) Proposal for provision of discounts: The APUC agrees

with those commentors who suggest that schools, libraries, and

| health-care providers should be billed for service at the billing

utility‘s lowest available contract or tariffed rates for their
region.”” To ensure that services are universally available,
states «ould develop henchmark rate schedules that would allow
interstate funding for schoels, libraries, and health-care
providers to cover the portion of the bill above the benchmark
rates.

To encourage incentives for efficiency, the FCC may also wish
to consider requiring the schools, libraries, and health-care
providers to bear a portion (possibly 10 percent} of the cost

difference between the benchmark rate and the billed rate. When

%(...continued)
a targeted rate of $20/month be enmployed.

por example, the American Libraries Association, at i,
proposes that rates be based on the lowest tariff rate or tha
total service, long-run inaremental costs.

Reply Comments of the Alaska Publie Page 11 of 14
Utilities Commission CC Docket Na. 96-45
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developing these benchmark rates, the APUC suggests that;
consideration be given to providing mileage-insensitive rates,
£{2) Lifeline support: Schools. libraries, and health-care
providers will sometimes face unusual circumstances that make the
discounted rate unaffordablz. The APUC agrees in concept with the
National school Board. et al. (NSB), that schools, libraries, and
health-care providers that can dJdocument extreme need should
receive lifeiine-like support.”
qul i} Li . SLC v i . ri }
LCCLC)

{1) Do not increase the SILC: The APUC agrees with NASUCA
that the SIC represents a local rate increase to customers who
have no means of economizing to avoid the charge and minimize
expenses.?’ Interexchange carriers (IXCs) that employ the local
loop for provision of their services should pay a fair share of
local loop costs. The free use of the local loop by IXCs
constitutes an unjustified subeidy and an unreassnable sharing of
joint and common costs.

{2) If the SIC is increasad. toll rates shonld decrease:
Customers should not be reguired to experiance a rate increase,

through higher SLC charges, without obtaining some benefit. As

Zgee comments of the NSB at 22. The APUC hae not fully
evaluated all of the details proposed by the NSB on this matter
and, therefors, can only endorse the proposal in concept.

Bgee comments of NASUCA at 15, 23.

Reply Corments of the Alaska Publie Page 12 of 14
Utilitias Commission CC Docket Ne. 86-45
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a result, any increase in SLC should result in a mandatory
decrease in IXC rates.’’

{3) Raplace the SIC wechanism: The APUC supports those

| comments that propose transfer of the responsibility to pay the

~interstate SIC to the IXCs to allow the market to determine how

such costs should ultimately be recovered.?® 1If necessary, the

IXCs could themselves adopt end-user charges similar to the SLC.

' in the alternative, NARUC has suggested other options available

to the FCC to reduce the CCLC instead of increasing the sSLC.?®

Ereemption

The FCC should not adopt proposals that restrict the
decisionmaking responsibility delegated to the states by The Act.
For example, Section 214(e)(2) allows state commissions to
designate carriers as eligible carriers for a specific service

area designated by the state commission. New entrants, therefore,

#gae comments of Bellsouth at 12.

BSes commaent of the Tdahe Public Utilities Commission, at 17,
and the comments of the State of Maine Publiec Utilities
Commission, et. al.

¥See comments of NARUC 17.

Peply Comments ¢f the Alaska Fublice Page 13 of 14
Utilities Commissicn CC Docket No. 96-45
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should not be allawad to determine their own study areas for

eligibility purposes.?’

RESPECTFULLY SUBMITTED thie 6th day of May, 1996.

BY DIRECTION OF THE COMMISSION

y+ vommlssioner Don GSchrder, Chalrman
Alaska Public Utilities Commission

ooy William F. Caton
Aoting Gecretary
Fedaral Communications Commission

Attached List

Ygee comments of GCI at 11 which propose that competitors
alone be able to determine their own study areas.

Reply Comgpents of the Alaska Public Page 14 of 14
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Robert L. Vasquez, Esqg.
General Counsel
ATU Communications,
Municipality of Anchorage d/b/a
Anchorage Telephone Utility a/k/a
600 Telephone Avenue
Anchorage, AK 99503-6091
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Ted Moninski, II

Regulatory Affairs Director
Alascom, Inc. d/b/a AT&T Alascom
210 East Bluff Drive

Anchorage, AK 99501

Steve Sobetsky

Director of Communication
Alaska Native Medical Center
255 Gambell

Anchorage, AK 99501

Kathe Boucha-Roberts
Coordinator

Alaska Telemedicine Workgroup
Providence Hospital

3200 Providence Drive
Anchorage, AK 99508

Robert S. Grimm

Alaska Telephone Company, et al
P. O. Box 222

Port Townsend, WA 98368
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Donald J. Reed

Executive Director

Alaska Exchange Carriers
Association, Inc.

3380 C Street, Suite 201

Anchorage, AK 99503

Virginia A. Rusch, Esqg.

Assistant Attorney General

Alaska Public Utilities Commission
1031 West Fourth Avenue, Suite 200
Anchorage, AK 99501

James Rowe

Director

Alaska Telephone Association
4341 B Street, Suite 304
Anchorage, AK 99503

John R. Summers

Senior Vice President
AmeriTel Pay Phones, Inc.
611 S.W. Third Street
Lee’s Summit, MO 64063
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David S. Fauske

General Manager

Arctic Slope Telephone Association
Cooperative, Inc.

4300 B Street, Suite 501

Anchorage, AK 99503-5900

A. William Saupe, Esqg.

Ashburn & Mason

1130 West Sixth Avenue, Suite 100
Anchorage, AK 99501

Robin O. Brena, Esq.
Brena & McLaughlin, P. C.
310 K Street, Suite 601
Anchorage, AK 99501

Duane C. Durand

General Manager

Bristol Bay Telephone
Cooperative, Inc.

P. O. Box 259

King Salmon, AK 99613

May 3, 1996
Page 4 of 45

Sam Loudenslager

Arkansas Public Service Commission
1000 Center Street

P. 0. Box C-400

Little Rock, AR 72203

Robert Sternberg

President

Bottom Line Telecommunications, Inc.
610 Esther Street, Suite 1000
Vancouvey, WA 98660

Robert J. Clark

Chief Executive Officer

Bristol Bay Area Health Corporation
P. 0. Box 130

Dillingham, AK 99576

Harry F. Colliver, Jr.
President/General Manager
Bush-Tell, Incorporated
P. O. Box 109

Aniak, AK 99557
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Brian Roberts

California Public Utilities
Commission

505 Van Ness Avenue

San Francisco, CA 94102-3298

Deborah S. Waldbaum

Colorado Office of Consumer Counsel
1580 Logan Street, Suite 610
Denver, CO 80203

Ruth A. Steele

General Manager

Cordova Telephone Cooperative, Inc.
P. O. Box 458

Cordova, AK 99574

Michael A. McRae

D.C. Office of the People’s Counsel
1133 15th Street, N.W., Suite 500
Washington, DC 20005
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Paul Rodgers, Esq.
General Counsel

Charles D. Gray, Esqg.
Assistant General Counsel
NARUC

P. O. Box 684

Washington, DC

Tim Rennie

General Manager

Copper Valley Telephone
Cooperative, Inc.

P. 0. Box 337

Valdez, AK 99686

Robert M. Halperin, Esqg.
Attorney for the State of Alaska
Crowell & Moring

1001 Pennsylvania Avenue, N.W.
Washington, DC 20004-2595

Lois Steigmeier

Department of Education
Education Program Support

801 West Tenth Street, Suite 200
Juneau, AK 99801-1894
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Roberta Ward

Coordinator

Distance Delivery Consortium
P. O. Box 2401

Bethel, AK 99559-2401

The Honorable Andrew C. Barrett
Commissioner

Federal Communications Commission
Room 826, Stop 0105

1919 M Street, N.W.

Washington, DC 20554

Alex Belinfante

Federal Communications Commission
1919 M Street, N.W.

Washington, DC 20554

Clara Kuehn

Federal Communications Commission
2000 1L, Street, N.W., Suite 257
Washington, DC 20036
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Frank J. Biondi

Utility General Manager
Fairbanks Municipal Utilities
System, City of Fairbanks d/b/a
P. O. Box 72215

Fairbanks, AK 99707-2215

Deborah A. Dupont
FCC Joint Board Staff Chair
Federal Communications Commission

Common Carrier Bureau - Accounting &

Audits Diviegion
2000 L Street, N.W. - Room 257
Washington, DC 20036

Andrew Mulitz

Federal Communications Commission
2000 L. Street, N.W., Suite 257
Washington, DC 20036

Gary 0Oddi

Federal Communications Commission
2000 L Street, N.W., Suite 257
Washington, DC 20036
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Jeanine Poltronieri

Federal Communications Commission
2000 L Street, N.W., Suite 257
Washington, DC 20036

Larry Povich

Federal Communications Commission
1919 M Street, N.W.

Washington, DC 20554

Pamela Szymczak

Federal Communications Commission
2000 L Street, N.W., Suite 257
Washington, DC 20036

Regina M. Keeney

Chief, Common Carrier Bureau
Federal Communications Commission
2000 L Street, N.W.

Washington, DC 20554
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Jonathan Reel

Federal Communications Commission

Common Carrier Bureau - Accounting
and Audits Division

2000 L Street, N.W. - Room 257

Washington, DC 20036

Mark Nadel

Federal Communications Commission
1919 M Street, N.W., Suite 257
Washington, DC 20554

Rafi Mohammed

Federal Communications Commission

Common Carrier Bureau - Accounting
and Audits Division

2000 L Street - Room 812

Washington, DC 20036

The Honorable Reed E. Hundt

Chairman
Federal Communications Commission
1919 M Street, N.W. - Room 814

Washington, DC 20554



